F or more than two decades, Medicare has paid U.S. hospitals for inpatient care through an inpatient prospective payment system (IPPS) based on a constellation of diagnostic-related groups (DRGs). At the time it was adopted, the IPPS represented a revolutionary change-a shift from reimbursement based on services provided to a system under which hospitals are paid based on a defined amount. Hospitals now had an incentive to provide care more "efficiently"-or at least to lower costs and limit patient length of stay.
As part of the move to prospective payment, most inpatient hospital services were bundled into an aggregate payment. Nursing care is part of that bundle. This does not mean that hospitals are no longer paid for costs associated with providing that care. Rather, it means that nursing care is included within the hospital's overall DRG payment. At least, that is how the system works in theory. In reality, if nursing care and intensity were ever accurately represented in hospital payment under Medicare when the system began in 1983 (which many would dispute), it surely is not accurately represented today. A lot has changed in hospital nursing care since the early 1980s.
The problems associated with payment for nursing services under the IPPS have long been noted. Nursing is rendered fiscally invisible when it comes to hospital income but continues to figure prominently when examining operating costs, making nursing a periodic target for budget cuts.
In addition, Medicare data, often otherwise a rich source of information for health services research, contain little information about nursing-related costs and care.
Two articles in this issue of PPNP take note of impending changes in Medicare DRGs and offer two approaches for more accurately reflecting nursing in Medicare hospital payment. Welton, Zone-Smith, and Fischer ("Adjustment of Inpatient Care Reimbursement for Nursing Intensity," p. 270) describe the Nursing Intensity Database (NID) in use at the Medical University of South Carolina and discuss its potential as a basis for accounting for nursing resources within Medicare inpatient hospital payment. Knauf, Ballard, Mossman, and Lichtig ("Nursing Cost by DRG: Nursing Intensity Weights," p. 281) describe Nursing Intensity Weights (NIW), which are used to adjust New York State's DRG-based Medicaid payment rates. They pose the idea of using NIWs, which are periodically updated, as a basis for adjusting Medicare DRG payment to reflect nursing resources. These articles are timely because the Centers for Medicare and Medicaid Services (CMS) is currently preparing to recalibrate the DRG system to move to one based not simply on diagnosis but on severity of illness. This would be the first large-scale change in the system since it was first implemented more than two decades ago.
A majority of nurses in the United States work in hospitals. Experience not only with the IPPS but with managed care payment systems and other sources of financial constraint on hospitals has demonstrated how vulnerable nursing can be when hospitals seek to cut costs. It is important for nursing to be aware of and respond to any potential changes in hospital payment. The particulars of inpatient reimbursement are complex and perhaps even dry, but they are of great relevance to nursing practice.
The two articles in this issue are important contributions to what I hope will be a much-needed discussion on how nursing can be reflected in Medicare payment for inpatient services. There are a number of factors to be considered in evaluating the issue.
How does this issue relate to the broader context? The proposal by CMS to reconfigure DRG payments does not center on how payment should reflect nursing services-in fact, it would not be unfair to say that this issue is not currently on its agenda. The proposal to move to severity-adjusted DRG payment comes largely in response to growing concerns that specialty hospitals and some other facilities, by focusing on higher-paying DRGs (and often on less complex patients within those DRGs), skew payment and ultimately, threaten availability of services. Effectively, this trend has accentuated long-standing problems with the IPPS. CMS has responded to calls for it to recalibrate the payment system so that it is more accurate, less prone to compression, and fairer.
Written comments to CMS by both the American Nurses Association (ANA) and the American Organization of Nurse Executives (AONE) emphasize the importance of more accurately reflecting nursing intensity if DRG payments are to align payments with actual costs of care-a stated goal of CMS in proposing its changes. The comments by both groups are a good start.
Who should care, and why? In making a case for reflecting nursing intensity in DRG payments, advocates need to ask-who would be affected by this change? Who should care about it, and why? In discussing this issue within nursing and in explaining why nurses and nursing organizations should support change, arguments about nursing visibility, recognizing the role of nursing in patient care, the need for better data on hospital nursing, and fairness to nursing are important and may be persuasive. They are less likely to be persuasive in making a case to agency officials, other policy makers, and other interest groups. Even a general appeal to accuracy may not be sufficiently convincing, especially if changes in the DRG system are to remain budget neutral, without more clearly explaining or demonstrating adverse impact on patients or the Medicare program. What other arguments might be made for adjusting DRG payment to reflect nursing intensity? Are there clear connections that can be established between DRG payment and nurse staffing, patient safety, or quality of hospital services? What additional information would be needed to make these links?
How much change in the IPPS is likely? How much is necessary? As both articles note, an adjustment to DRGs based on NIWs would be relatively straightforward; it would fit within the structure of the IPPS. Using the NID could require a more complex restructuring of the system, essentially disaggregating nursing costs from bundled hospital payments and matching payment to data collected on nursing resources used for each patient. At the same time, as a result, the NID could account for differences in nursing intensity within DRGs, whereas the NIW is based on mean nursing intensity and therefore does not reflect variance in nursing intensity among patients within a DRG. How much difference does this make? Are there hospitals that would be advantaged or disadvantaged by using one approach or the other-and would nurses thus be affected differently? If so, how significant is the difference-and is it outweighed by the fact that one approach may be more easily implemented than the other (and thus arguably more amenable to being adopted)?
Technology, cost, and administrative burden. The NIW system involves convening a group of carefully selected nurse experts to identify and agree on relative nursing intensity for each DRG. The NID relies on recording time spent on patient care by each nurse. Does the NID's use of information technology assure greater accuracy in estimating nursing intensity? Would implementing real-time data collection in every hospital prove too costly? Will it prove burdensome to staff nurses, who already chafe at the growing amount of time they spend on paperwork? Or, will understanding the connection between this data collection effort and payment for nursing services make active participation more likely-and if so, will this raise concerns regarding bias in recording and reporting data?
A collaborative approach. The two articles on nursing intensity outline different but not necessarily competing approaches to achieving similar goals. Notably, both include frank appraisals of their own strengths and weaknesses. Both approaches have something to offer. In addition to the likelihood that its implementation would be relatively straightforward, the NIW has 20 years of experience and refinement behind it, albeit in a single state Medicaid program. The NID offers a thoroughgoing, technology-based approach to collecting data on nursing intensity, although it may also represent added commitment of financial and nursing resources. It remains to be seen if a hybrid approach can be developed. (Of course, there are other potential approaches, including some that were developed during the refinement and piloting of the DRG system itself.)
It is encouraging to note that both groups of authors recognize the value of each others' approaches and that other bases for collaboration exist. ANA and AONE appear to have taken harmonious approaches toward this issue. Other nursing organizations and nurses' unions should be prepared to support collaborative efforts as well.
A need for further research. Making an effective case for accounting for nursing intensity in the IPPS will require additional research, hopefully including demonstration projects to test the application of different approaches in different settings.
Continued dialogue and discussion. In addition to identifying questions to be answered by further research, ongoing discussion will be important as well. In addition, what can be learned by nursing's previous work on nursing intensity and inpatient hospital payment? Are there lessons from nursing's history on this issue that can be applied to current efforts? This is a discussion that needs to occur in several venues. I hope that PPNP will be one of them. Accordingly, I invite readers to comment on the issues raised in these two articles and in this editorial. DAVID M. KEEPNEWS, PhD, JD, RN, FAAN
Editor-in-Chief

